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BEFORE THE
OIL CONSERVATION COMMISSION
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IN THE MATTER OF:

CASE 1898: In the matter of the hearing called by the
0il Conservation Commission on its own motion
to consider revising Rule 701 of the Commis-
sion Rules and Regulations to provide that
all wells included within any water flood
project area as defined by Rule 701, as well
as those wells outside of the project area

- which are producing into common measuring
and storage facilities with wells inside
a water flood project area, shall be tested
monthly and the results of such tests
furnished to the Commission, It is further
proposed to consider revision of Commission
Form C-120 so that the results of such tests
may be included thereon.

G0 08 48 09 S0 G0 S P S8 00 GO O 2O B8O 60 P& 40 N &

G e B 0y D S W VO WD T WP G D S TS A et WOy Y W T G G AT T D G W D T G P W Sy S G Gy WD SIS S G G W . S D s

BEFORE:
A. L. PORTER
MURRAY MORGAN
TRANSCRIPT OF PROCEEDINGS

MR, PORTER: We will take up next Case 1898,

MR, PAYINE: Case 1898, In the matter of the hearing
called by the 0il Conservation Commissidn on its own motion to con-
sider revising Rule 701 of the Commission Rules and Regulations to
provide that all wells included within any water flood project are:

as defined by Rule 701, as well as those wells outside of the

project area which are producing into common measuring and storage
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ested monthly and the results of such tests furnished to the
Commission. It is further proposed to consider revision of Come
mission Form C=-120 so that the results of such tests may be included

thereon.

(Witness sworn.,)

JOE D, RAMY.

called as a witness, having been first duly sworn, testified as

follows:

DIRECT EXAMINATION
BY MR. PAINE:

Q Will the witness please state his name and position.

A Joe D. Ramy, proration manager for the New Mexico 0il

Gonservation Commission.

Q Mr. Ramy, are you familiar with Rule 701 of the Com-

A Tes, I am.

Q And have you made a study concerning the desirability

of namending this rule in certath.particdlard?r’

A Yes, I have.
Q In what respect do you propose an amendment of Rule 701P
A In the interest of allowable control, I propose that

certain well tests be required. My proposed amendment reads in

its entiretv as follows:

"Each and every well outside a prorated water flood project
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area which is producing into common facilities with wells Inside |

a prorated water flood project area shall be tested once each moqth

and the results of such tests shall be reported on Form C=120,"
Q If I understand vour proposal correctly, it is cone

siderably narrower than that shown im the Rules., Do you propose

to require only tests on wells outside of water flood areas as de-

fined by Rule 701, vou would require only that:uthose be tested if they
are producing into common facilities with water flood 0il?

A That is correct.

Q In a prorated water flood?

A Correct.

Q Now, why do you feel that this provision, this amend-
ment is necessary, Mr. Ramy?

A I think to effectively prorate water floods, it will #e

necéssary to be in a position to adjust these allowables on these

wells outside the water flood project area. I think, without these

monthly tests, why an operator may not be aware that a well will
decline or has declined and consequently, he could inadvertenitiy
produce some excess water flood o0il to make up for this production

decline.

Q In other words, a well outside the water flood project

area which is producing into common facilities with water flood
oil might be carried on the proration schedule as a twenty-barrel

well?

A Correct
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Q ind vyet it may have declined to five barrels and
the difference is being made up by the wells within a water flood
project area?

A Yes, that is correct., He would havé, in addition to his
water flood project area allowable, he would have an extra twenty
barrel allowable for that well. and I'm sure the operator, if he
were able, he would make all the allowable assigned to him,

Q So it might well be then that the prorated water flood

project would be producing in excess of its maximum project allowalle?

A Tes,

Q And this could come about inadvertently?

A Inadvertently, I think so, yes.

Q Now, Mr. Ramy, wouldn't it be more effective if separa

tankage was required for the water flood oil and the primary oil?
A Yes,'I think so, but in considering the practicality

of it, I think this would cause some undue hardships, There are

bound to be one or two wells off to the edge, and for practical

purposes, they should be put into the same battervy,

Q So what you have done here, you've weighédi the practifal-

ity of the situation, you weighédd one hundred percent control
as opposed to perhaps undue economic burden on the operator?
A I have tried to do that, ves,
Q Have you also considered the possibility of requiring

separate metering of the wells outside the water flood project area

which are producing into one facility with the water flood 0il? |
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A Yes, I've considered that, but again, I think that woyld
cause an undue hardship on the operator where the monthly well tests
would be sufficient.

Q Now, Mr, Ramy, as advertised and shown on the docket,
the proposed provision would require that the wells in the prorated
water flood area alsoc be tested monthly. Do you now propose that
this not be required?

A Yes., This was considered, but I think primarily we
are interested in allowable control, although if we required these
tests in capacity floods, it would be for information purposes
only, to determine if the water flood was performing as efficiently
as possible, and I think that is a primary concern of the operator
involved, and I think in most cases they are doing that, and I think
where we would be interested in well tests in capacity floods would
be outside or offset wells which are receiving a kick from the
water flood, and I think that these tests can be obtained, these
tests are required.,

Q Rule 701 as now drafted, requires ﬁhat a test be taken
prior to administrative approval of the conversion of additional
wells to water injection?

A Yes, that is correct, and I think we could witness
these tests.

Q You are speaking about capacity floods, correct?

A Right.

m

Q It was also proposed originally, or at least the docket
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and the advertisment so shows, that the.wells inside a prorated
water flood project would also have to be tested monthly as well

as those outside?

A Yes.,
Q Now, vou don't propose to require any more ==
A No, I don't think that would be of any importance real

because we have a set and given allowable for those wells inside tHhe

prorated water flood area.

Q It is a maximum allowable, is it not?
A That's right.
Q So in certain situations, it might well be that if

these tests are not required, the project would be producing some=-

what in excess of what it should, but it would never be over the

maximum?
A That is right.
Q Now, Mr. Ramy, do vou propose that Form C-~120 be revig

so that the results of the tests taken on the wells outside the
prorated water flood project which are producing into the common
facilities, that the results of these tests will be able to be
shown on Form C-1207?

A Yes, I would recommend that. I think that would be
the easiest for the operators, to list those wells. I don't antici

too manv wells really of this categorv, and I think either by addin

a column or --

1y
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here not, where an operator has a unit and the water flood is
prorated and he installs an ACT system?
A Yes, there is that possibility.
Q Now, do vou feel that wh;t you are proposing here is
the absolute minimum for relatively effective allowable contro; in|

prorated water floods?

A I do.

Q Do vou have anything further vou would like to offer,
Mr, Ramy?

A No.

MR. PAYNE: That concludes the direct examination of
this witness, Mr, Commissioner,

CROSS EXAMINATION

BY MR, PORTER:
Q Mr. Ramy, vou don't have a copy of any proposed re-
vised form C-120, do vou?
A No, I do not.
Q Your recommendation would merely be to add a column
wherein this test would be reported?
A Ies. I think possibly two columns showing the date of
the test and the production.
MR. PORTER: Anyone else have a question?
MR. CAMPBELL: Mr. Porter, I'm Jack M. Campbell of

Campbell and Russell, Roswell, New Mexico. I would like to enter

an appearance in this case on behalf of Graridge G

ek RS
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Mr. Ramv a few questions,

Q (By Mr, Campbell) Mr. Ramy, would vou state for the
record what reports are now required with regard to production fro%
all wells in New Mexico?

A A C~115 and I think a C-116.

Q Those are required for both wells on primary productiagn

and wells on secondary recovery, are they not?

A fes, sir, thev are.
Q And what do those forms require?
A Thev require the operator to list the production, and

the C-~115s list the per well production, oil, gas and watér, and
on the C-116, that is an official well test.

Q Due to the fact that a well test would have to be taken
at sane particular time during the month, don't you feel that actual
production reports more accurately reflect down time, changing well
conditions, than a test would on a particular day on a particular
month?

A Possibly, however, assuming normal decline, I think
sometimes the operators are a little slow or a little reluctant

to report that a well has declined from fifteen to ten barrels., Th;q
have a tendency to let that ride for several months, Mr. Campbell,
Q This is not, I assume, confind entirely to secondary

recovery projects, is it? T mean this same problem with regard to

well changes would apply in any situation where you have common

ankage for cers
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A Thatts right,

Q On those cases you have to rely upon a report made by
the operator in its accuracy to determine whéther or not he is con-
fining himself to the actual per well allowable whether it is secon
or primarv, do vou not?

A That is correct.

Q Do vou have reason to believe that an additional test
or additional columhon a report is going to, considering the ad-
minstrative expense to the operator, is going to provide vou with
much better information than vou are able to now obtain?

A Yes, I think so. I think vour C-120s are more cur-
rent than vour C-115s, and I think vou could adjust allowables on
the basis of those tests months by month whereas if vou have to
wait for the actual production figure on the C-1l1l5, vou are sometin
two, three months behind.

Q Have vou made any study to determine in prorated floog

which I now understand vou are confinins voup snyecestion ae

'S

to D€
number of wells that might be involved outside project areas but
within the unit that may be producing into an ACT unit,

A No, sir, I have not., I don't know of any ACT unit
on prorated floods as vet.

Q Of course the number of prorated floods as of now is

rather limited, is it not?

A That is correct.

idarsy

1es

s,
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have been unitized, as I understand vour present proposal, you
would require each month a testing of every well outside the pro=-
rated area that was producing into the LACT unit?

A Correct.,

Q Mr. Ramy, can't vou conceive of a situation where you
might, under those circumstances, have a vervy large number of wells
outside the pro ject area which would have to be tested each month?

A Yes, and I think before vou have a very large number
of wells, the tests would be more important because of a greater
allowable difference to plav with,

Q Certainly, and vou might have wells far removed from
the actual project area where the fluxuation is not varied or where
there are very low producing wells at the outset, might you not?

A If vou take eighty wells that have an allowable of
ten barrels a dav which have a capacity of two barrels a dayv, that
gives you eight times eighty is six hundréd forty barfels a/daY, which
vyou could visualize.

Q You might have a large number of wells which decline
very slightlv over a period of time, could yvou not?

A That's correct.

Q What type of testing is normally done? I don't know,
what is involved in testing wells, or what type of test do vou pro-
pose?

A I would propose just a monthly well test either through

a_header or through the separator, - I think -~ Let me

urthey
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Ttk most of VOUr big units In the Caprock are set up to where
approximatelv six wells go through a header system which enables
the operator to test the wells once a month, Now, these, I know,
are in wells that are active in the water flood area. As to the
remainder of them, I do not know.

Q If the ruie which vou are now proposing is put into
effect, it might require additional personnel to handle the testing
or anvthing of that sort?

A I think it could, ves, Mr, Campbell,

MR, CAMPBELL: That's all the questions I have.
MR, PORTER: Anvone else have a question?
MR, PAYNE: Yes, sir.
REDIRECT EXAMINATION
BY MR. PAYNE:

Q Mr. Ramv, it is, of course, as Mr. Campbell pointed
out, possible, is it not, for wells on primary to be producing morg
than their allowable?

A I think that is possible, ves.

Q Now, assuming that vou have ten wells on a lease and
the top unit allowable per well is thirty-six, the maximum that tha

operator can produce, even by the inadvertent judging of the figurd
would be three hundred and sixty barrels?

A Correct.

Q If. ¥ou have a prorated water flood project for each

A ]

welland has an sllowable of forty=-two barrels, that's both injeetid
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and producing wells, its maximum project allowable would be four
hundred twenty barrels?

A Yes, with ten wells.

Q Now, is it possible in that case, if you have wells
outside of the project area producing into that same battery, that
hé can get above the four hundred twenty maximum project allowable’

A Yes, it is very possible he would have this four hundx
twenty plus the assigned allowable for the wells going into the
same batterv.

Q So that you don't have a comparable situation here when
you are trying to compare it with primary prodnction?

A No, I do not in one sense,

Q Now, isn't it also true, Mr. Ramy, at least in all
recent automatic custody orders that this Commission has entered,
that each of those contains a provision that the operator shall
install adequate facilities to permit the testing df each well once
gach month to determine the production from that well?

A That is correct.

Q So that your proposal is not going to require any

additional mechanical installations.

A No.
Q Because those are required now in the ACT orders?
A Correct, and I think that with an average ACT 5ystem,

why the operator probably needs to test those wells once a month

red
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L questions the necessity of reporting monthly well tests,

production is coming from.

Q Yes, that's énother point, Mr,., Ramy, the production

tests are really nothing more than an estimate at best, is that right?

A That is right.

Q Because vou saVv you have sixteen wells producing into
a common’ tank batﬁery, and unless you test the wells, vou don't
know how much is coming from any well?

A That is correct.

MR, PAYNE: That's all, thank vou.

MR. PORTER: Anvy further questions of Mr. Ramv?

MR., KELLY: I would like to make a statement on
behalf of Texaco. William D. Kellv, Gilbert, White, and Gilbert.
The proposed revision in Rule 701 would cause an administrative
burden and result in duplication. Such requirement in reporting
well tests would be repetition, similar data presently being
csubmitted in Form C-115. Any prudent operator preparing FomC-115
will use the latest available test in calculating the monthly pro-
duction. Because of this duplication, Texaco feels that this would
be an administrative burden on the operator also. Also, in the
course of time, Texaco believes that this will put an administrative
burden on the Commission. Texaco believes that the present method
of reporting monthly by well on Form C-11l5 will supply the Commis-
sion with data to keep it fully advised on the amount of production

of wells outside water flood project areas., Therefore, Texaco
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MR. PORTER: Anvone else have a statement to make?

MR, ERREBO: Burns krrebo, Modrall, Seymour, Sperling,
Roehl, and Harris, Albuquerque, on behalf of Sacony Mobil 0il,
I have a prepared statement, Socony Mobile Company feels that re-
porting of monthly well tests on both the wells in and assbciated
with water flood areas, will require additional reporting work load
and an expense not equal to the value of such reporting. It is
respectfully requested that the Commission retain Rule 701 as it na
stands or consider reporting such well tests on a schédule of once
every three months.

MR. ANDERSON: I am R. M. Anderson of Sinclair Gas
Company. We have considered this matter and we are of similar
opinion to the other two gentlemen that just spoke. We believe tha
the individual production is being adequately reported each month
on Form C-=115, We feel that any modification of Form C-115 would
tend to provide duplication of that type of data and would be just
a duplication and would result in unneceésary administrative expens
One other thought, we have, on the testing of the wells in a water
flood area, an operator is particularly anxious to know what his

wells in the area are doing and what the wells in near proximity

to the area are doing in order to evaluate his flood and to continue

to evaluate it, so in those areas an operator will have even a bett

idea of thecapability of his wells, and therefore, I believe that

the C-1lgs that are turned in for the water flood areas more accurd

L
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primary areas.

In order to prepare C-115s, the operator has to have infor-
mation from the field, from his pumpers, gaugers, that are actually
producing the wells, and those men know, they know from working with

the wells what those wells can do. They know from short tests, nof

official gas oil ratio tests through test separators or test equip=

ment, but through short tests of several hours duration whenever
they get a chance through the week, They test their wells of ten
enough so that they know what the wells are doing, and wecmake up
our reports and other operators do too, I'm sure, on the basis
of that informationfiwm the field, so we feel it is unnecessary
to run special tests and we feel that it is unnecessary to require
any additional reports than the C-1l5 that we are reporting now,
MR, KELLAHIN: Jason Kellahin, Kellahin and Fox, Santa:
Fe, representing Continental 0il Company. Continental 0il Company
does not at the present time have any water flood projects, but
they do have some sucﬁ projects under contemplation, and it is the
feeling of Continental that the information required by these
tests is presently available to the Commission, and that the additi
testing and reporting in particular, would, even though restricted
in the case as advertised, those tests would still pose and undue
and unnecessary bruden on the operators. If such testing is felt
necessary, it is Continentalts position that a semi-annual test
at the most is all that would be necessary to give the Commission

the information required under this proposal.

|

onal
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MR. CAMPBELL: If the Commission please, Jack M.

Campbell, Cambell and Russell, Roswell New Mexico, appearing for
Graridge Corporation. It is the position of Graridge Corporation
that although they at the present time have no projects which_as

I understand Mr., Ramy testified would be in effect by this proposed
rule, inasmuch as all of their projects were operating at the time
the prorated water flood system went into effect, they too, perhaps
in the future will be affected by this rule, It is the feeling of
Graridge that the actual production reports, and I think the Com=
mission must assume their accuracy, if there is any indication that
they are not accurate, the Commission has ample authority‘tc require

testing of any nature. They must assume the accuracy of these re-

production, or a combination of both., Actually, the production
records over a longer time reflect more accurately the actual pro-
duction of a well than a well test at a particular time., It is
true that water flood operators do take a selective well test for
engineering and operational purposes, but that is quite different
from being required to take monthly tests perhaps on a large number
of wells outside of a project area on occasions being quite removed
in dis tance producing into an ACT unit. Certainly we sympathize
with the desires of the Commission to make certain within a reasonable
basis, the accuracy of reporting of all well production, whether it

be in primary production or whether it be in water floods, but it

seems to us that th t i ti i

ports, whether the reports be based on primary production or secondary
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tion .that would be obtained from this type of a test would not add
a sufficient amount of accuracy or information for the Commission to
ijustify “what. % is obviously an additional added expense and re-
quire additional field personnel, It is true that all of the LACT
units have to have individual well testing equipment, and any time
The Commission requires it, I assume they could require that any .
test be made on those individual wells if there was any reasonable
doubt aboutwhat the operator put in his report, and that is going

to be true whatever type of production you have. It appears to me
that this type of rule simply will noﬁ provide a sufficient amount
of more accurate information than you receive to Jjustify the operatprs

additional expense. We feel that if such a program is necessary,

!
I

that the test should not be required more often than six months, and
of course, when an allowable increase is requested for a well, or
where there is water injection to the well, you have to take a
test in any event. I would like to also suggest this, Mr. Ramy's
suggestion here this morning was to some extent modifying what |
appeared in the original notice, and it seems to me it might be
appropriate if the staff could prepare a change in the rule,an actual
amendment of the rule, so that the operators could be furnished with
it and perhaps given a period of ten days time or something in which
they could submit written statements with regard to it because it

is considerably different from what the -~ I originally undérstood

was the proposal of the Commission staff, and it may be that some
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as would have been made on what we considered to be the original‘ |

proposal.

MR. KASTLER: Bill Kastler, appearing for GuifOil
Corporation, Gulf feels that the data presently reported on Forms
C-~115 and C-120 contain adequate information for the Commission
to be fully advised on the current progress of the water flood pro+
ject, and that the requirement to conduct and report monthly well
tests would be burdensome on the water flood operators.

MR. PAYNE: I might say, first, Mr., Commissioner, that
we received an objection from Ambassador 0il Corporation, It isnt't
entirely clear whether its objection is to the proposed rule as ad+
vertised or whether it goes to the requirement of any well test,

I would like to say this, though, on behalf of Mr. Ramy and
myself. The Commission has entered an order prorating water flood
projects now, the proration manager of this Commission, who is more
familiar with proration than perhaps any one else, has testified
that vou can't properly prorate water floods unless you have some
control over wells outside of the project area which are producing
into common facilitiés with that water flood oil., Now, there might
be some merit in these objections if they went to the rule, proposed
rule as advertised and as shown on this docket, but there is no
duplication here. This is a test which is not required at present
and which the operators do not take. The tests which hé proposes

be required are tests on primary wells, they are not water flood
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The production that is presently being atiributed tTo these |

wells as shown on the C-115 is a rough estimate at best, The

witness has also pointed out that the Form C-120 is more current
than the Form C~-115., Therefore, giving us a more up-to-date al-
lowable control in these prorated water flood projects.

I would also like to state that if you really wanted to cond

trol the production from prorated water food projeéts, you should

require separate tankage, but the witness being practical and unden-

standing the position of the operators and Commission, has not re-

quired that separate tankage or even separate metering be installed.

The most he has asked and which he says is the bare minimum, is thji
the primary wells producing into common facilities with water flood
wells be tested once each month, It seems to me that this is a ver
reasonable proposal if you intend to achieve what you hope to achiy
when you enter an order prorating water floods,

MR, PORTER: Anyone else have a statement? The Com-
mission feels that at least one of Mr, Campbellts points is well
taken, that was the one in which he referred to the révision which
was made here at the hearing, It is quite different fram the rule

proposed rule, which has been circulated. The Commission will

delay a decision or the entrance of an order for a period of thirty

days. In the mantime, we will circulate the rule, the proposed
rule as recommended by Mr. Ramy here this morning to our mailing

list and invite the reactions of any interest parties.

1t

|

'Y

MR, PAYNE: Ts it my understanding, Mr, Commissioner,
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that vou are, however, taking the case under  advisement?

MR. PORTER: We are taking the case under advisement.

This is not a continuation of the case.
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STATE OF NEW MEXICO )

) ss
COUNTY OF BERNALILLO )

I, J. A. Trujillo, Notary Public in and for the County of
Bernalillo, State of New Mexico, do hereby certify that the fore-
going and attached Transcript of Proceedings before the New Mexico
0il Conservation Commission was reported by me in Stenotype and
reduced to typewritten transcript by me, and that the same is a

true and correct fecord to the best of my knowledge, skill ahd

ability.
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1960, in the City of Albuquerque, Countyvy of Bernalillo, State of

New Mexico.
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